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SUPERCRETE LTD. & ANNUAL REPORT 1976 


Financial Highlights 


Year ended December 31, 
1976 1975 


(in thousands of dollars) 


Sales or kis aioe id ccavelnglatmcesrevstoate: evelahokere cee ieeiar seer eral he rene orter pare rn «Soe $27,672 $23,000 
Consolidatedi:netearmingsizes..- cence tore cee nn eae oe eee $1,693 $1,594 
Working:capitaliatiendioniveatarnaane sce sores sein oe nee eicee $2,752 $2,536 
Shareholders: equityzat endlof yeanmuenneesscea-eeee oe eo eee $9,397 $7,951 
Common: shares,outstanding ..c-erceceece eee cere nae 1,649, 833-2/3 1,649,833-2/3 
Number of common shareholders at yearend ................2000- 3,164 3,303 
Per Share 

Consolidated not earnings’ t.2.25:...scee ease ace amen ep ete $1.03 $0.97 
Divide@ndS:\o.sisce bare ieee wg ebaletre mee ale en's Lae meee eee ines anes $0.15 $0.10 
Shareholders’ equity atpyearend ©.).520 5.2 fens we tecteie wen ae oars $5.70 $4.82 


ANNUAL GENERAL MEETING 


The Annual General Meeting will be held at the head office of the Corporation, 222 Provencher Avenue, Winnipeg, 
Friday, April 29, 1977 at 2:00 p.m. Local Time. 


A copy of the Corporation’s 1976 report filed with the Securities and Exchange Commission, on Form 10-K, is 
available to shareholders on request. This report can be obtained by writing to Supercrete Ltd., 222 Provencher 
Avenue, Winnipeg, Manitoba R2H OGS5. 


FRONT COVER — Site plan showing general layout of new plant facilities under construction in Winnipeg. 


To Supercrete Shareholders: 


The audited consolidated financial statements for the year 
ended December 31, 1976 are presented herewith. 

The company had a successful year in 1976, with net 
= earnings of $1,693,000 ($1.03 per share) compared with 1975 
—— earnings of $1,594,000 ($0.97 per share). Consolidated sales 
es increased 20% to $27,672,000; however, due mainly to the 
restraints on profits imposed in 1975 by the Anti-Inflation Act, 
pre-tax income only increased marginally. A lower effective tax 
rate, due to investment tax credits, resulted in a 6% increase in 
net earnings in 1976 compared with 1975. 

A major program of plant construction and relocation of the 
Winnipeg facilities was commenced in 1976 for completion in 
1977. The total estimated cost of this program is $7,530,000, of 
which approximately $2,426,000 was spent in 1976. We are 
confident that the new facilities, when completed, will be among 
the most modern and efficient anywhere, and will allow your 
company to meet the increasing demand for quality concrete 
products and to compete more effectively in the Manitoba 
market. 

Capital expenditures totalled $3,577,000 (including the 
aforementioned $2,426,000). Other capital expenditures, total- 
ing $1,151,000 were mainly related to further expansion of and 
improvements to our Edmonton and Calgary plants. 

The 1976 financial statements have been prepared in 
accordance with the new Corporations Act of Manitoba as 
explained in Note 8. 

The purpose of the Anti-Inflation Act was to control and 
reduce the rate of inflation in Canada. The mandatory controls 
of this legislation limit increases in prices, profits, compensation 
and dividends through a series of complex regulations. The 
company is of the opinion that it has complied with the controls. 

Due to current economic uncertainties and the continuation 
of the Anit-Inflation Act, predictions for 1977 are difficult. We 
have a significant volume of work currently on hand and are 
hopeful that the various levels of government will stimulate a 
reasonable level of growth in the economy. 

The Directors acknowledge their sincere appreciation to our 
employees who have contributed greatly to another successful 
year. TO our customers and suppliers we are most thankful for 
their continued support. 


es On behalf of the Board | 4, a : ie 


és ae e F.M. Fowler 
Double Tandem Mixer truck, 12 cu. yd. capacity. President 
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TICE 2200 One Lombard Place 
Winnipeg, Man. R3B 0X7 
aterhouse & Co, (204) 943-7321 Telex 07- 587728 


CHARTERED ACCOUNTANTS 


February 10, 1977 


AUDITORS’ REPORT 


To the Shareholders of 
Supercrete Ltd.: 


We have examined the consolidated balance sheets of Supercrete Ltd. as at December 31, 
1976 and 1975 and the consolidated statements of earnings and retained earnings and 
changes in financial position for the years then ended. Our examinations were made in 
accordance with generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial 
position of the Company as at December 31, 1976 and 1975 and the results of its 
operations and the changes in its financial position for the years then ended in 
accordance with generally accepted accounting principles consistently applied. 


Vl 


Chartered Accountants 


Las ae 


Precast/Prestressed “l” girders, for Osborne St. Bridge. 


SUPERCRETE LTD. 


Consolidated Statement of Earnings and Retained Earnings 


Year ended December 31 


1975 


AVES ANG OMEN AICOMOG) Set fet ecto toe dares dvs vince ees Oe Memes $23,000,130 
Cost of sales and expenses: 
Cost of sales, exclusive of depreciation 
17,522,147 
1,366,968 
877,463 


13,254 


SMOWMIDCIOWN i irrche ore cate rs on clea e cerevavovel & vars Mnatensuertter Alas sik chat ere love ciseers 
Selling, general and administrative expenses .................... 
DODKECIAtIOMN: « aie:ctererevcle cestetocen ste crevtNae ts cis. os sshay'eireietaire ovasans tant alse erase eaareile 
Amortization of excess purchase price ................ cece ween 
Interest- 

27,300 

384,028 


Onilong-tenmidebtierrrteccrcretere cl uciets crstoteicys eter icra reteoloneye eechorenerere 
Omibank |OQNS sco tema ac eres eldia es sass roe ea Chem snes se 


20,191,160 


Earnings DeTOre/IMNCOMOTAXeS: Fok aitols «oa pias cain viele ete ae acer ye me's ate 2,808,970 


Income taxes: 
900,000 


315,000 


(CLV RI a) PIES SHS Gb. cetb tbs OF OA CORT ere ten nes Perec anerce 


TD STC acer ee PN Fase sl 's/ wove, snatanle ca Gublale ae venoms arenes 


1,215,000 


Nerearhings tor the YOaGie cr cern. orc < <\o- sae re ttisuncre wvaasge as Rioters cc) RM 1,593,970 


Retained earnings at beginning of year .......... ccc cece eee ee eee 4,766,302 


Dividend paid ($0.15 per share; 1975 - $0.10) ...........ccceeeeeees (164,882) 


Retained earnings atiomdiGh yoann. c vicc ces ete s wes ca ansieie sas $6,195,390 


ESrMMGGrD Ol Bilal. sents gti ia<Cerriaints si'sices%01 sie vies aie eos aoa e.oa $0.97 
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Consolidatec 


December 31 


ASSETS 
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TE LTD. 


Balance Sheet 


LIABILITIES 


December 31 


LIRR 


1975 
Current liabilities: 
Bank (Oans: Sectied{NOlG-4) 0 oun. sce) bos tase aba ae cla ca ede $3,120,000 
Accounts payable and accrued liabilities ................... 1,770,948 
IICOIMG@:1AXGS DAVaDl Grewia sc iccc a sis'es cdea ss eaeenee rs 392,809 
DSISILOG INCOME MEX OS ce so wisi aw scutes wig he poe sides seeee eee 305,700 
5,589,457 
L-OMG=tenm CODE HINO Let tats espct teens wie ne le! ota''s we: ae Sta alana Skreet sotsbees 260,000 
DOTCHECUNCOMGANCS tat aGi noire Soe epee hae cased ste ae acme 1,034,700 
Commitments (notes 6 and 7) 
6,884,157 
SHAREHOLDERS’ EQUITY 
Capital stock: 
1,649,833-2/3 common shares of no par value 
(HOLSsBS eve are es on isias o eek See Si ee ee ‘ 2375375 
Goatinuiod surolset eS Lee . |. icekicn daensemoetenuetes : 518,525 
PLE L Al OCOANI IIS wa asm au aati hab p Aaler a vss vo ee ree gs = aces sate 6,195,390 
7,951,290 


$14,835,447 


SUPERCRETE LTD. 


Consolidated Statement of Changes in Financial Position 


Year ended December 31 


1975 
Working capital was provided by: 
Operations- 
Net earningsitonmthewvealiin 2). 05s... 0% cece ss seep $1,593,970 
DeODIreClAllOnigerramec rte e dere tacs.'s «i'n» siarew wells and atoleiy ceaege omer 877,463 
Amortization of excess purchase price ................00. 13,254 
Increase in non-current portion of deferred income taxes . 314,000 
Funds provided: by operations: «=... .<s0ss0n0 cdeeeeene series 2,798,687 
Fermibank: (Oans.3erieer wcxéicks's ice een eee ee - 
2,798,687 
Working capital was applied to: 
Payment: onlongztenn deDtinic.. <<. con. cwrsmuoanils «aisle ws 130,000 
Expenditure on property, plant and equipment (net) ........ 1,550,943 
Dividend paid: eae arn. ialas eee nite eepenrd aetna Ns 164,882 
1,845,825 
INGFEASE IN WOFKINGZCA OMAN te a neo 3 o.032 ow eishv moieties ane eeini an 952,862 
Working capital at beginning of year ............... cc eee eees 1,582,731 
Working.capital atenciolveat ine. «occa ccs meee muadatces clive $2,535,593 


Notes to Consolidated Financial Statements _ vecemsBer 31, 1976 AND 1975 


1. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES: 


Generally accepted accounting principles — 

The financial statements are prepared in conformity with generally accepted accounting principles 
as established in Canada which, in the Company’s case, conform with those established in the 
United States of America. 

Principles of consolidation — 

The consolidated financial statements include the accounts of Supercrete Ltd. and its wholly- 
owned subsidiary company, Supercrete (Alberta) Ltd. In 1973 the Company adopted the policy of 
amortizing over 40 years the excess of the cost of its investment in the subsidiary company over net 
tangible assets at date of acquisition. 


Revenue recognition — 

Revenue from sales of ready-mixed concrete, block, pipe, aggregate and other products is recorded 
at the time of shipment. Revenue from construction contracts is recorded when identifiable sections 
of the contracts are completed or when the whole contract is substantially completed. Losses are 
provided for as soon as they become evident. 


Inventories — 

Finished goods and raw materials are stated at the lower of average cost and estimated realizable 
value. Merchandise, supplies and spare parts are stated at the lower of cost (on a first-in first-out 
basis) and replacement cost. Incomplete contracts are stated at cost, less progress billings. 


Property, plant and equipment — 

Property, plant and equipment are carried at cost. Expenditures for renewals and betterments to 
existing assets are capitalized at cost. Assets retired or otherwise disposed of, together with related 
amounts of accumulated depreciation, are removed from the accounts. Profits or losses on sales of 
properties are included in the statement of earnings. Maintenance and repairs are expensed as 
incurred. 

Depreciation and depletion — 

Depreciation is provided over the estimated useful lives of the assets on the straight-line method. 
The rates used are as follows: 


VON MIDEOVOMIETNS = 8.5 atic ce cc wien: cSt tie eee ee terre Temi cease os 4% 
Buildings; depending on type of construction 2.072... ee ee es eo 5% or 10% 
EQUIpMment, Gepenaingd ON TYPO ccc. ss cc se curse satcalsncuatett sue wince vale mers 10% to 20% 


Depletion is provided on gravel and sand pits on the basis of quantities used in relation to estimated 
total usable quantities at each pit. Leasehold improvements are written off over the terms of the 
leases including the first renewal period, if any. 

Income taxes — 

Income taxes are provided for on the allocation basis and include provision for all taxes currently 
payable as well as those which have been deferred to future years as a result of timing differences in 
the measurement of income for tax purposes. Deferred income taxes included in current liabilities 
reflect the deferred tax liability arising from holdbacks on sales contracts which will be received in 
the following year.The remaining deferred tax balance arises from depreciation claimed for tax 
purposes in excess of that recorded in the accounts. 


Pension plan — 
The Company has a pension plan available to salaried employees. There are no unfunded past- 
service pension costs and current service costs are charged to operations in the year they are 


incurred. 
2. INVENTORIES: 1976 1975 
Finished goods and merchandise .................06. $ 1,568,362 $1,638,612 
Raw Materials and manufacturing supplies ........... 1,153,562 1,400,510 
Plant supplies AnGiSpare. DANS... b.. 6. .cor. «oes tern aialeccices «sors 245,717 225,361 
Incomplete contracts, at cost, less 
$227,704 progress billings (1975 - $293,002) ........ 361,981 343,886 


$3,329,622 $3,608,369 


3. 


10. 


PROPERTY, PLANT AND EQUIPMENT: 1976 1975 


Candee OU ec ee eee nee eet Ree $ 477,697 $ 477,697 
Gravel and:sang pitSs5. cet sie. ie eee ee 106,761 106,761 
Yard. Improvements > .naiiesate sre Sera a aes ees 626,102 605,541 
Buildings a), se ae enn eer re ace gic oem ee oboe 2,572,589 2,278,293 
Machinery and equipment 2... 2... 6. . eaas cis me eye oleh os 9,374,901 8,692,501 
Moulds: dies: and igs ee ere kc ep ere es tne arenes 2,022,681 1,856,742 
Construction in progress: oii. ties aieos'encts aie pebetneue ane 2,506,399 148,904 
Leasehold improvements. ae vss wae docite ts lees) ees 231,666 231,666 
Less: Accumulated depreciation 17,918,796 14,398,075 
and depletion: A450 secre rate tees crane: ine fe cae 9,078,127 8,178,098 

$ 8,840,669 $ 6,219,977 


BANK LOANS, SECURED: 
The Company’s operating bank loans are payable on demand; accounts receivable and inventories 
are pledged as security. 


LONG TERM DEBT: 1976 1975 


7% promissory note payable December 31, 1977 ...... $ 130,000 $260,000 


First advance on term bank loans 
(authorized at $6,000,000) bearing interest 
at 1%% above the Canadian prime bank rate, 
repayable $850,000 semi-annually 
June 30, 1978 to June 30, 1981 (note 7) ............ 1,000,000 = 


$1,130,000 $260,000 


The term bank loans are secured by a fixed charge on certain property, plant and equipment anda 
floating charge on all other assets of Supercrete Ltd. The loan agreement contains covenants 
relating to the payment of dividends, further capital expenditures and maintenance of working 
capital. 


COMMITMENTS: 

The Company is committed under property lease agreements for periods up to six years at a 
minimum annual rental of $108,000 with options to renew certain leases for further periods up to 27 
years at varying rentals. 


PLANT CONSTRUCTION AND RELOCATION: 

The Company is undertaking new plant construction and relocation scheduled for completion in 
1977 at an estimated cost of $7,530,000. At December 31, 1976 $2,426,000 had been expended. 
Financing has been arranged on the basis of a term bank loan (note 5). 


CAPITAL STOCK: 
As altered by the new Corporations Act of Manitoba, the authorized capital consists of 1,666,666-2/3 
common shares of no par value, with the maximum consideration of $1,250,000. 


ANTI-INFLATION PROGRAM: 

The Company is subject to, and believes it has complied with, controls on prices, profits, 
compensation and dividends under the Government of Canada’s anti-inflation program. Under the 
present anti-inflation legislation, dividends during the year ending December 31, 1977 may not 
exceed approximately $0.16 per share. 


RELATED PARTY TRANSACTIONS: 

During the year the Company had extensive business transactions with Borger Industries Limited, 
with Nelson River Construction Ltd., and with Canada Cement Lafarge Ltd. Each of these 
companies was a beneficial owner of more than 10% of the capital stock of Concrete Holdings 
Limited, the parent company. All of these transactions, being for the purchase of materials and the 
sale of concrete products, were at competitive market prices on normal terms of purchase and sale, 
and form an important part of the Company’s business. It is expected that these business 
connections will continue. 


The particulars of these transactions and balances owing from or (to) these companies for the fiscal 
years ended December 31, 1976 and 1975 are as follows: 


Year ended December 31, 1976 


Balances owing 
Sales to Purchases from _ from or (to) 


Canada Cement Lafarge Ltd. ............ $ 694 $4,278,563 $(232,745) 
Borger Industries Limited ............... 2,080,151 10,329 (7,075) 
Nelson River Construction Ltd. .......... 726,605 55,307 11,417 

$2,807,450 $4,344,199 $(228,403) 


Year ended December 31, 1975 
Balances owing 
Sales to Purchases from _ from or (to) 


Canada Cement Lafarge Ltd. ............ $ 450 $2,005,257 $(193,753) 
Borger Industries Limited ............... 1,442,468 245 21,428 
Nelson River Construction Ltd ...... eases 299,513 882 44,902 

$1,742,431 $2,006,384 $(127,423) 


Review of Supercrete Operations 


The business of Supercrete is the manufacture and distribution of a full range of concrete products 
which are used in all types of commercial, industrial and residential construction as well as in the 
construction of bridges and other types of engineering construction. 

The Company’s operations are confined principally to the provinces of Manitoba and Alberta and 
Northwestern Ontario. Supercrete’s head office and main plant facilities are located in Winnipeg, 
Manitoba with subsidiary operations in the cities of Calgary and Edmonton, Alberta. Due to climatic 
conditions the operations are seasonal in nature with employment ranging from 450 to 575 (total all 
locations) of which approximately 85% are directly involved in the manufacture and distribution of its 
products and 75% are represented by unions. 


The following briefly summarizes the Company’s operations in each of its locations: 


Manitoba operations 

Supercrete’s operations in Manitoba encompass the manufacture and distribution of a full range of 
concrete and lightweight block, concrete pipe, precast and prestressed products, ready-mix concrete 
and aggregate products. In addition, the Company distributes various building supplies which are 
closely related to the products of its own manufacture. 

Transportation costs generally limit the market for ready-mix concrete and aggregates to the 
Winnipeg area, which has a population of approximately 575,000; however, block, pipe and precast 
products are marketed throughout the province of Manitoba and in Northwestern Ontario. 
Approximately 80% of the Company’s Manitoba business is done in the Winnipeg area. The Company 
distributes the majority of its products by its own fleet of trucks and by hired common carriers. 

The concrete products industry is highly competitive in the Manitoba market where excessive 
production capacity relative to local market requirements exists. In addition, concrete products 
compete with other construction materials. 

Supercrete produces its own aggregate requirements which it obtains from reserves located on 
lands leased from the Province of Manitoba. Known reserves of aggregate supplies are considered 
adequate to meet the Company’s requirements for at least 50 years. 


Alberta operations 


Supercrete operates under the corporate name of Supercrete (Alberta) Ltd. with divisions in each 
of the cities of Calgary and Edmonton. Each location manufactures concrete pipe used principally in 
the construction of municipal sewer and drainage facilities. 


Edmonton precast operations are engaged mainly in the production of structural 
precast/prestressed products such as bridge girders and floor and roof slabs. Calgary precast 
operations comprise mainly the production of architectural precast wall panels and precast 
underground vaults for telephone and other communication installations. 

The concrete pipe and precast/prestressed products industry is highly competitive in the Alberta 
market area; however, the rapid expansion of the Alberta economy, mainly as a result of oil and gas 
exploration and development, has resulted in all plants producing at full capacity. It is expected that 
this high level of economic activity will continue for the foreseeable future. 


The following table indicates the composition of the Company’s sales and pre-tax profit by line of 
business for each of the last five years. 


Percent of Total 


1975 1974 1973 1972 


Item Sales Profits Sales Profits Sales Profits Sales Profits 


% % % % % % % % 


Supercrete Ltd. 
Block, pipe and 


DI@CASt sc0 eee 33 36 28 26 33 26 43 28 
(Note 1) 

Ready-Mix and 
aggregate ......... 25 30 24 33 30 48 38 67 
(Note 2) 

Omer tocar oa 3 3 3 3 4 5 5 4 

Supercrete (Alberta) Ltd. 

Pipe and precast ....... 39 31 45 38 33 21 14 1 
(Note 1) . 

Total oncts.0veseneaetor L 100 100 100 100 100 100 100 100 


Notes: 1. Because ofthe similarity of products, methods of manufacture, common production and 
sales overheads, it is impractical to segregate the pre-tax profits of each particular 
products line. 


2. Ready-mix and aggregate operations are grouped as approximately 60% of the 
aggregates produced are transferred to and consumed by the ready-mix division. 


SUPERCRETE LTD. 


Summary of Consolidated Statement of 
Earnings and Retained Earnings 


For the years ended December 31, 


Sales and other income .... 


Earnings before incomes taxes _ 
Income taxes : 


eee eceee score e eee 


Net earnings for the year . 


Retained earnings at beginnin 
of year 


oe eee eer eee ee see ee oe 


Dividends paid? s3%55:.\s 01. 2 

Retained earnings at end 
CHOCO Tea eit cea etic, oOo cos tis 

Earnings per share 
(1,649,833-2/3 shares) .... 


Dividends paid per share ... 


1975 1974 1973 1972 
$23,000,130 $20,559,859 $14,204,986 $12,108,425 
2,808,970 1,743,938 1,180,001 1,324,989 
1,215,000 733,938 499,819 646,078 
1,593,970 1,010,000 680,182 678,911 
4,766,302 3,921,185 3,405,880 2,891,840 
6,360,272 4,931,185 4,086,062 3,570,751 
164,882 164,883 164,877 164,871 
$6,195,390 $4,766,302 $3,921,185 $3,405,880 
$0.97 $0.61 $0.41 $0.41 
$0.10 $0.10 $0.10 $.10 


Price Range of Common Stock 


The Company’s Common Shares have been listed on the American Stock Exchange since May, 


1960. 


The price range of the Company’s Common Shares on the American Stock Exchange for each 


quarterly period during the last two calendar years 


WSHGQUATICR a Feit cece cree ose serait oa 6 
2nd quarter 
3rd quarter 
4th quarter 
Yearly 


oo eee eee eee eee eee eee ee esos e eee 
eoeeereer eee rere reese eee eee oe eee e 
eee ee eer eer ee ee rere eee oe essere eee 


eoeoece ere eee eee eee eee eee eres ns 


Dividends 


ollows: 


The Company paid annual dividends as indicated above. 


1975 
High Low 
2-1/2 1-5/8 
2-1/2 2 
3-1/2 2-1/8 
2-1/2 2-1/8 
3-1/2 1-5/8 


Management’s Analysis of the 
Consolidated Statement of Earnings 


1976 COMPARED TO 1975 


Sales in Alberta and Manitoba increased by 29.6% and 14.4% respectively, and resulted in 
consolidated sales increasing by 20.3% over 1975. The main factors contributing to the growth in 
volume were the continuing rapid expansion of the Alberta economy and exceptionally good weather 
throughout the summer and fall of 1976 in our market area. 

Cost of goods sold increased to 78.7% of sales in 1976 as compared to 76.2% in 1975. The most 
significant factor contributing to this increase was the limitation placed on prices and profits by the 
Anti-Inflation Act. This legislation generally restricts price increases to cost increases and limits profits 
to approximately 95% of those earned in previous years as related to sales. In addition, expenditures for 
maintenance and repairs (the majority of which are included in cost of goods sold) increased by 
approximately 25% over the amounts expended in 1975, due mainly to the heavy demand placed on our 
facilities and to escalating costs of repair parts and services. All other elements of costs remained fairly 
constant as related to sales. 

The proportion of deferred income taxes increased to approximately 50% in 1976 as compared to 
26% of total tax expense in 1975, due mainly to depreciation allowable for tax purposes on new plant 
construction costs. A lower effective tax rate (1976 - 40.4%; 1975 - 43.3%) resulted primarily from 
investment tax credits on the new plant expenditures. 


1975 COMPARED TO 1974 


Consolidated sales volume increased by 11.9% over 1974. Sales in the Manitoba area of operations 
increased by 22.2% over 1974, while Alberta sales decreased 1.3% from the record levels of 1974. 

Earnings increased substantially in all areas of operations, with consolidated net earnings 
increasing by 57.8% over 1974. The increased earnings are due mainly to increased productivity and 
cost savings resulting from significant capital expenditures undertaken during the past several years 
and to improved market conditions. 

Interest expense, though not increasing significantly in amount over 1974, remained high as a result 
of the continued high level of bank borrowing necessary to finance capital expenditures and higher 
levels of accounts receivable and inventories resulting from increased sales. 


Precast seating units, Commonwealth Games Stadium, Edmonton. 
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DESMOND G. GRIFFIN — Vice-President and General Manager, Canada Cement Lafarge Ltd., 
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